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Bill Summary

A bill to enact the Taxpayer Inflation Protection Act by amending Section 12-6-520, of the
Code of Laws of South Carolina, 1976, relating to annual inflation adjustments to state
individual income tax brackets, so as to delete the provision limiting the inflation adjustment to
one-half of the actual inflation rate and the overall four percent limit on the total inflation
adjustment, and to delete redundant language.

REVENUE IMPACT
This bill would reduce state General Fund individual income tax revenue by an estimated
$10,800,000 in FY2007-08.

Explanation

This bill would amend Section 12-6-520 by removing language that allows for the cumulative
adjustment of the state individual income tax brackets each December 15" by one-half of the
overall rate of inflation pursuant to Internal Revenue Code (IRS) Section (1)(f). The state’s
individual income tax brackets would then be adjusted by the actual increase in the rate of
inflation as measured by the Consumer Price Index for All Urban Consumers pursuant to IRS
Code Section (1)(f)(4),(5). This bill also removes language that limits the overall rate of
change in the individual income tax brackets to four percent a year. These changes would
first apply to income tax brackets for taxable year 2007. Based upon data supplied by the
Department of Revenue and using an estimated annual growth rate of income tax revenue of
5.83%, fully indexing the state’s individual income tax brackets for inflation would reduce
general fund individual income tax revenue by an estimated $10,800,000 in FY2007-08.
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Y This statement meets the requirement of Section 2-7-71 for a state revenue impact by the BEA, or Section 2-7-76 for a local revenue
impact or Section 6-1-85(B) for an estimate of the shift in local property tax incidence by the Office of Economic Research.
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